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the year in brief 


Net sales 
Net income from operations 
Total cash dividends 


Common stock dividends 
Net income from operations 
Total taxes 

Common stock equity 


Working capital 
Long term loans 
Common stock equity 


Number of preferred shares outstanding 
Number of common shares outstanding 
Number of stockholders 

Units end of year 





1970 
52 Weeks 


$255,955,000 
8,620,000 
4,310,000 


Per Share 
$ 1.00 
2.03 

2.49 

17.01 


$ 45,383,000 
13,998,000 
70,687,000 


28,146 
4,154,620 
5,250 

766 





1969 
53 Weeks 


$244,696 ,000 
9,246,000 
4,362,000 


Per Share 


$ 1.00 
2.15 
2.91 

16.15 


$ 54,546,000 
15,317,000 
68,336,000 


28,586 
4,231,903 
5,200 

692 


Annual Meeting of stock- 
holders will be held in the 
offices of the Company at 
400 Washington Avenue, 
St. Louis, Missouri, at 11 
a.m. on Monday, April 26, 
1971. Anotice of the meet- 
ing witha proxy statement 
and a proxy for holders 
of common stock is en- 
closed with this report. 




















To the Stockholders: 


Although sales reached an all-time high in 1970, 
earnings were below those of the previous year. 
The sales increase came from newly opened units. 
Fortunately, the second half of the year showed an 
improved trend. Both sales and earnings showed 
more favorable comparisons in the second half. 

1970 was a difficult year for the women’s fashion 
shoe industry. Sales of existing units in our shoe 
divisions were slightly below those of a year ago. 
Although many customers bought fast fashion items 
enthusiastically, others failed to find the new styles 
sufficiently appealing and trimmed their shoe pur- 
chases in a year of economic slowdown. The slower 
sales pace was a factor in above-average mark- 
downs. 

The Handyman chain of do-it-yourself hardware 
and building materials centers enjoyed a year of 
progress and expansion. Existing units had sales 
increases, in addition to sales which came from 
new units opened. 

As previously reported, we completed our acqui- 
sition of the Size 5-7-9 Shops chain of 20 apparel 
stores. This new division had excellent fall and 
holiday season business. Sales and earnings of 
Size 5-7-9 for the second half of 1970 are included 
in this report. 

We are continuing to expand aggressively in all 
divisions wherever opportunities for profitable new 
locations exist. Because of a slowdown in shopping 


center construction, it is anticipated that the num- 


ber of new stores opened in 1971 will be moderately 
below that of 1970 in most of our divisions. 

The strong cash position of the company enabled 
us to finance the record expenditures for new 
stores in the past two years from cash reserves. 
Now that interest rates are down substantially from 
their recent highs, we anticipate some borrowing 
in 1971 to provide for planned expansion. 

We recently completed an agreement to acquire 
Jeans West, a Los Angeles-based chain of 47 pants 
stores catering to the young men’s casual market. 
Its stores are located in California, Arizona, Texas, 
Oklahoma, Georgia and Maryland. Sales for the 
fiscal year ending March 31, 1971 are estimated at 
about $7,500,000. Neil Norman, president of Jeans 
West, will continue to direct and expand this fast- 
growing chain. 

This is our third acquisition since we began our 
diversification program in 1969. We have acquired 
small, actively growing retail companies which 
have a specialized: market appeal and in which 
our manpower, retailing proficiency and financial 
resources can be profitably employed for growth. 

Throughout 1970 we made detailed studies of 
every area of expense and intensified actions to 
keep our costs in line during this period of eco- 
nomic slowdown and inflationary pressure. Econ- 
omies have been made, with reductions in some 
areas and eliminations in others. In line with con- 
sumer demand, inventories have been trimmed in 
many categories. We have maintained our strong 
organization and we are in good position to take 
profitable advantage of any improvement in con- 


sumer demand. 


4 . 
Banuarll Q.ELicomn 
Chairman President 


St. Louis, Missouri, March 17, 1971 


“we continue our pursuit of profitable 


new locations” 


1970 was another year of nationwide ex- 
pansion for EBS. We launched a total of 70 
new stores and leased departments, repre- 
senting all of the company’s seven divisions. 
Of these, 45 were opened during the second 
half of the year, a new company record. It is 
expected that these units will add significantly 
to total sales volume for 1971. 

We continued the ongoing policy of closing 
older stores when their locations are no longer 
prime shopping areas. Seventeen such units 
were closed in 1970. Often, as new shopping 
areas are built and downtowns are revitalized, 
shopping habits shift. We follow the traffic by 
replacing many closed stores with new stores 
in the new heart of the retail action, which may 
be just a few blocks or several miles from our 
former location. 

Most of our new stores are located in im- 
portant new regional shopping centers. EBS 
stores are sought as preferred tenants for 
such centers being opened or planned throug- 


out the country. Our success in securing ex- 


cellent locations in these centers can be 
attributed to our proven record of consumer 
popularity, fashion appeal and high average 
volume per unit. 

We continue our aggressive pursuit of prof- 
itable new locations. We seek those shopping 
centers which provide a diversified tenant mix 
in order to draw customer traffic. Rentals must 
be in line with the sales volume we can expect 
to realize from a location. 


The rapid escalation of rentals in the past 


year caused us for the first time to pass up 








some otherwise attractive offerings. However, 
where lease terms and market potential are 
favorable, we are leasing two or more EBS 
units in major regional shopping centers. Our 
real estate department is now engaged in 
leasing negotiations for units to open in 1972 
and beyond. 

Our own staff is responsible for the archi- 


tectural design, interior decor and construc- 


a 


tion of all our stores and leased departments. 

For many years EBS has operated complete 
merchandise distribution centers in St. Louis, 
Mo. and Whittier, Calif. The opening of our new 
Boston distribution center in 1971 will com- 
plete our network of nationwide distribution. 

During 1971 we plan to open approximately 
60 new stores and departments, representing 


all seven present EBS divisions. 


rey 
ne NN ae 


iy ph 











@ es @« & @ e e * e * @ e * e * z * 


* e* ¢ 8 * se ¢ ee # @ « * * & s * 6 


a. | 


ee concentrating eae 
> ON. WHIT. . on 
- we know. best - 


- strictly: retailing” 


a 
® 


* 








oat 


eoiaAN 
Guaran ced 
4 ME 


It is surprising how often our company ex- 
ecutives are asked, ‘“‘Where do you manu- 
facture your merchandise?” The answer is, 
of course, that we are not manufacturers. We 
concentrate on what we know best and what 
we have always done best—strictly retailing. 

By not manufacturing any of the merchan- 
dise we sell, we are able to take advantage 
of the best the marketplace has to offer. Our 
business has grown and prospered through 
our association with hundreds of fine sup- 
pliers in the U.S. and abroad who work in 
close collaboration with our buyers. 

In today’s fast-changing fashion world, mer- 
chandising executives must constantly watch 
new trends in women’s apparel and their effect 
on shoe styling. In 1970 we had to cope with 
the mini-midi length controversy. 

Styling ideas for shoes may originate within 
our own staffs or they may be submitted by 
manufacturers. When a new item appears, our 
buyers rapidly place short-run orders for test- 
ing in key markets nationwide. Store manag- 
ers evaluate customer reactions and report 
their findings. If the fashion proves successful, 
volume orders are placed immediately. 

The same principles apply to our Size 5-7-9 
Shops and The Handyman. Choosing from the 
thousands of items offered by manufacturers, 
our buyers are able to provide customers with 
the best possible selections of the most- 
wanted merchandise—whether it’s pantsuits 
or power drills. 

As 1971 begins, customers have shown en- 


thusiasm for our first-round orders of such 


new fashions as short shorts, peasant dresses, 
gladiator sandals and wrap-laced shoes. Youth 
is an age some women have and an outlook 
most women are embracing. No one way of 
dressing can possibly serve its free-spirited 
individuality. In 1971, it won’t be the look of the 
year—it will be the item of the day. We think it 


will be good for our business. 





“each offering | he 

The four Edison shoe divisions and the Joan 
recognizable values Bari Boutiques base their operations on three 
2 . . . major retailing factors: merchandise which 
within its price appeals to the young-thinking customer who 
category " wants to try new fashion ideas, emphasis on 
personalized sales service, and prices low 

enough to stimulate sales action. 
Each of our shoe store divisions appeals 
to a special segment of the volume market: 
each has its own personality and fashion im- 


age. In many shopping centers we now have 


two or three of our stores, each offering rec- 


ognizable values within its price category. 
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Chandlers Shoe Stores are our “‘top of the 
line’. They enjoy a loyal clientele of shoppers 
who demand and get the latest fashions, fine 
quality and professional selling service. Yet 
Chandlers prices—$8.99 to $16.99 for most 
styles—are in the middle range and have a 
wide consumer appeal. Most Chandlers stores 
are in suburban shopping centers. However, 
some of our largest-volume Chandlers units 
are in prime downtown locations in cities 
where the downtown areas have retained their 
positions as centers for fine fashion shopping. 

The Bakers and Leeds stores are our largest 
group. You will find one of these stores in al- 
most every major shopping center and down- 
town in the nation—including seven in Puerto 
Rico and three in Hawaii. Bakers is the name 
of this division’s stores east of the Rocky 
Mountains, while the same stores are known 
as Leeds on the Pacific coast. Their exclusive 
QualiCraft Shoes are America’s largest-selling 
brand, offering outstanding value in the mod- 
erate price range of $5.99 to $10.99 for most 
styles. 

Several years ago we began to add Quali- 
Craft Juniors children’s shoes to a limited 
number of Bakers and Leeds stores whose 
locations had particular family shopping ap- 
peal. QualiCraft Juniors are attractively priced 
at mostly $3.99 to $7.99. 1971 will see the in- 
troduction of Miss QualiCraft preteen shoes 


in a selected group of Bakers and Leeds 
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stores. They will appeal to young girls who 
want the popular teenage styles but who need 
smaller sizes. 

Burts Shoe Stores offer high fashion at mod- 
est prices—mostly $4.99 to $8.99. In a period- 
of rising prices, the appeal of Burts has broad- 
ened to a larger segment of shoppers. This 
has been a contributing factor in their excel- 
lent consumer acceptance in new regional 
shopping centers. 

All Edison shoe stores sell handbags co- 


ordinated in color and material with our shoes, 


and a complete line of hosiery. 














Edison leased shoe departments are 
valued additions to department stores. Our 
leased department division has enjoyed 
steady growth since its creation in 1960. 

In most cases the Edison shoe depart- 
ments have been in addition to the depart- 
ment stores’ own traditional shoe salons. 
Our leased departments have especially 
appealed to the younger customer and 
have brought increased traffic and volume 
to the stores in which they are located. 

Edison leased departments are staffed 
by our own professional personnel and 
are under direct supervision of our re- 
gional managers. Customers enjoy the 
same conscientious service in our leased 
departments as in our stores. 

The price ranges offered in EBS leased 
departments are as varied as the types of 


stores in which we operate. Though most 


“our leased departments 
have especially appealed 
to the younger customer” 


of the shoes sold are under our exclusive 
labels, we also offer other fine national 
brands in some departments. In some we 
sell men’s and children’s footwear in addi- 
tion to women’s. 

We have been selective in associat- 
ing ourselves with fine retail companies 
whose stores are recognized leaders in 
their communities. Each of the firms in 
whose stores we operate has added or 
plans to add more EBS departments in 
new stores as they open. 

Highlights of 1970 were the opening of 


six departments in one day in the Gimbels, 








Pittsburgh stores; two departments in the new 
Alexanders Kings Plaza store in Brooklyn; a 
department in the new Gimbels Southridge, 
Milwaukee; Almart/J. B. Hunter departments 
in Rochester, Louisville, Miami and Memphis, 
and a department in the new Burdine’s Holly- 


wood, Florida store. 


Joan Bari Boutiques are small shops 
specializing in handbags, costume jewelry 
and other accessory items. In 1970, the Joan 
Bari stores increased their popularity with the 
young customers by offering wide selections 
of such “hot” items as fringed suede vests, 


slouch hats and wide belts. 





“the fashion image of size 5-7-9 shops 
upbeat and alive” 


is young, 


In 1970 we acquired the Size 5-7-9 Shops, 
a group of 20 fashion shops catering to small 
size girls and young women who buy the new 
fashions first. With our background in fashion, 
it was a natural evolution that EBS should 
enter the apparel retailing field. 

The fashion image of Size 5-7-9 Shops is 
young, upbeat and alive. Salespeople are 
attractive and fashion-minded. Store decor 
projects the imaginative setting in which 
young moderns like to live. The Size 5-7-9 
Shops are located in shopping centers 
in the southeastern and southcentral states. 

It is the Edison policy to acquire retail com- 
panies which have a specialized market ap- 


peal. Like other EBS divisions, Size 5-7-9 is 


ae 





concerned solely with retailing, has sound 
potential for growth, is dedicated to profita- 
bility through high average store volume, and 
offers solid values for customer satisfaction. 
This new division has embarked on a carefully 
planned expansion program. 

The Size 5-7-9 division continues under 
the leadership of its founders, Jack Golds- 
worth, president, and Mel Forman, vice presi- 
dent, and their capable staff. 

In 1971 the Size 5-7-9 Shops will enter new 
southeastern markets and will open additional 
stores in cities where it now operates. In its 
first move to the west coast, Size 5-7-9 will 
open new shops in California this year. Future 


Size 5-7-9 locations are now being negotiated. 
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“if you want it done, do it yourself” 


Our Handyman stores fill a great need for 
today’s families who realize the truth of the 
saying, “if you want it done, do it yourself.’’ 

These do-it-yourself hardware, building ma- 
terials and garden supply centers make it 
easier for the householder to make many 
home repairs and alterations himself. Mer- 
chandise is arranged so that all tools and sup- 
plies needed for a job can be found together. 
The Handyman stores are completely self- 
service, take-it-with-you operations, but 
skilled counselors are available at all times 
to advise and instruct in their craft specialties. 

Today, craftsmen to do small jobs are diffi- 


cult to find and usually expensive, but that's 
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not the only reason for the do-it-yourself 
boom. It’s fun for couples and whole families 
to work on projects together. 

The Handyman centers are located in sub- 
urban areas. All are free-standing units with 
generous parking areas and good access to 
main roads. 

A highlight of 1970 was the simultaneous 
opening of three Handyman centers in Orange 
County, California, marking Handyman’s first 
entry into the tremendous Los Angeles market. 
The Handyman network now extends from 
San Diego in southern California, north to 
Portland, Oregon. Additional openings are 


planned in 1971 for this growing EBS division. 
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“the potential for a 


satisfying lifetime 
career in retailing” 


Edison Brothers is its people. Our historic 
policy of developing executive talent from our 
own ranks, coupled with recruitment of ex- 
perts in technical fields, has given us the 
strong, experienced management team which 
leads us today. 

We take this opportunity to congratulate 
the following Edisonians: Jack Sarnoff, head 
of our display department, was elevated to 
vice president from assistant vice president. 
New assistant vice presidents are Leonard 
Hubbard, regional manager; Stuart Lochead, 
head of store cost control; and Frank P. Ricca, 


Jr., of the real estate department. 


Walter H. Heinecke, a vice president, was 
appointed head of the real estate department. 
Keith Kepley, vice president and member of 
the board of directors, retired at the end of 
1970. He had managed the company’s real 
estate operations since 1946. Mr. Kepley will 
continue as an advisory member of the board. 

We are proud of the participation by so 
many Edisonians in activities for the better- 
ment of their communities across the country. 
Their demonstrated concern is a mark of good 
citizenship and is characteristic of the modern 
business executive. 

Our recruiting programs are attracting cap- 
able and interested young people by empha- 
sizing the potential for a satisfying lifetime 
career in retailing. In the coming years oppor- 
tunities for personal growth within the com- 
pany will continue to increase. Expansion in 
all divisions makes it possible for young men 
and women now beginning their EBS careers 
to advance rapidly to positions of great 


responsibility. 
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Irving Edison received the St. Louis Humanities Award on 
January 4, 1971. This annual recognition is given for ‘“‘personal 
acts of kindness and love without limit, through unselfish de- 
votion to his fellow man.’’ Duncan Bauman, chairman of the 
awards committee, and Mrs. Irving Edison, are shown at right. 








Financial Section 


SALES 

The consolidated net sales for the 52 week fiscal 
year ended January 2, 1971 reached an all-time 
high of $255,955,000. This was an increase of 4.6% 
over the $244,696,000 recorded for the 53 week 
period ended January 3, 1970. The units added in 
1970 accounted for this increase. Sales of existing 
units in the shoe divisions were slightly below those 
of last year. 


OPERATING RESULTS 

Consolidated net income for the year 1970 was 
$8,620,000. This was 6.8% lower than the 1969 net 
income of $9,246,000. The per share earnings on the 
average common shares outstanding was $2.03 in 
1970 and $2.15 in 1969. 


The Company paid or accrued $10,432,000 in total 
taxes for the fiscal year 1970. This was equal to 
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$2.49 per common share. This compares to 
$12,311,000 in 1969 equal to $2.91 per share. 


DIVIDENDS 

Total cash dividends paid in 1970 on the common 
and preferred stock amounted to $4,310,000. Com- 
mon dividends were $1.00 per share in 1970 which 
was the same rate as the year before. Your Com- 
pany has paid dividends on its common stock each 
year for the past 37 years. 


WORKING CAPITAL 

At the end of the fiscal year 1970 the working capital 
was $45,383,000. This compared to $54,546,000 at 
the close of 1969, a decrease of $9,163,000 or 
16.8% . The reduction in working capital was mainly 
accounted for by the investment in the Company’s 
expansion program. 
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77 — NET INCOME, millions of dollars 


(excluding non-recurring income) 


i) CASH DIVIDENDS PAID 
(NN RETAINED IN BUSINESS 
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During the year we opened 70 units and acquired 
the Size 5-7-9 Shops chain of 20 units. The expan- 


sion and the acquisition were financed from the. 


Company’s cash reserves. 


In 1970 the Company purchased 89,164 of its com- 
mon shares. This Treasury stock is to provide for 
stock options. 


Net additions to fixed assets amounted to 
$13,126,000 in 1970 as compared to $10,907,000 in 
1969. Depreciation and amortization charges for 
1970 amounted to $3,937,000 compared to 
$3,371,000 in 1969. 


Cash, certificates of deposit and marketable se- 
curities totaled $12,287,000 as at January 2, 1971. 
This was a decrease of $10,376,000 from the 
$22,663,000 on hand at the beginning of the year. 
The cash decrease is mainly accounted for by the 
merchandise and fixed asset requirements of the 
additional units. Our merchandise inventories 
valued at $52,204,000 are considered to be in line 
with anticipated sales. 


The Company continues to maintain a strong finan- 
cial position with a ratio of current assets to current 
liabilities of 3.0 to 1 at January 2, 1971. 


EMPLOYEE BENEFITS 

Regular and part-time employees on a seasonal 
average basis now number approximately 11,400. 
Salaries and wages paid to all employees, includ- 
ing officers, amounted to $51,940,000 for the fiscal 
year 1970. In 1969 the comparable amount was 
$50,214,000. 


During 1970 the Company contributed $1,250,000 to 
the employees insurance and pension trusts. This 
was $169,000 more than the contribution of 
$1,081,000 in 1969. In 1970 the Company made con- 
tributions to the insurance trust totaling $688,000. 
The insurance trust includes hospital, medical, and 
life insurance coverage. There was $562,000 added 
to the pension trust which is entirely funded by the 
Company and administered by Bankers Trust of 
New York. Total assets of the pension trust at 
January 2, 1971 were valued at $10,608,000. 





1970 1969 
Ten Year Units end of each year 766 ; 692 
Net sales $255,955,000 $244,696,000 
Statistical Taxes paid and accrued 10,432,000 12,311,000 
Summary Net earnings 8,620,000 9,246,000 
Preferred dividends paid 121,000 124,000 
Common stock dividends paid 4,189,000 4,238,000 
Working capital 45,383,000 54,546,000 
Long term loans 13,998,000 15,317,000 
Common stock equity 70,687,000 68,336,000 
Common shares outstanding 4,154,620 4,231,903 
Total taxes per common share $ 2.49 $ 2.91 
Net earnings per common share 2.03 2.15 
Dividends per common share 1.00 1.00 
Common stock equity, per share 17.01 16.15 


The above summary has been restated to include, on a pooling of interest basis, acqui- 
sition of The Handyman which began its operations in 1962. Dividends shown are ; 
those of the principal constituent to the pooling—Edison Brothers Stores, Inc., the | 
other constituent not having declared any dividends. 
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750 
100 — FINANCIAL POSITION, millions of dollars 
700 
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1968 1967 1966 1965 1964 1963 1962 1961 
667 606 565 533 525 505 483 443 
$240,300,000 $213,770,000 $181,633,000 $167,125,000 $158,951,000 $147,751,000 $149,098,000 $137,224,000 
13,192,000 10,778,000 7,646,000 6,442,000 6,048,000 5,546,000 5,509,000 5,260,000 
11,279,000 10,485,000 7,727,000 6,686,000 5,664,000 4,694,000 4,318,000 4,169,000* 
127,000 132,000 151,000 168,000 172,000 176,000 185,000 196,000 
3,533,000 2,897,000 2,588,000 2,277,000 2,063,000 2,050,000 2,038,000 1,965,000 
59,485,000 62,475,000 57,784,000 55,272,000 49,967,000 42,642,000 36,709,000 35,569,000 
16,515,000 18,107,000 18,868,000 20,205,000 19,950,000 17,096,000 14,720,000 15,218,000 
64,637,000 57,786,000 50,014,000 45,102,000 40,747,000 37,115,000 34,504,000 32,156,000 
4,254,325 4,254,528 4,239,688 4,251,188 4,244,504 4,223,140 4,195,392 4,062,220 
$ 3.10 $ 2.53 $ 1.80 $ 1.52 $ 1.42 $ 1.31 $ 1.31 $ 1.29 
2.62 2.43 1.79 1:53 1.29 1.07 .99 .98* 
.85 10 .63 55 .50 .50 50 48 
15.19 13.58 11.80 10.61 9.60 8.79 8.22 7.92 


The number of common shares outstanding and the per share 
amounts have been adjusted to reflect the stock splits of 2-for-1 
in 1968 and 1964, and for the stock dividend of 3% in 1961. 
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*Excludes nonrecurring income of 
$157,408 (4¢). 
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ASSETS 


Current Assets: 


GAS) ss. sp Bowe tds SO Geek waves Gee mth. See ak ikon tei ean: (afldorns ee G 
Bank:centificatesof deposityshont-terininecsc) 0 en ert ee ei ee) ieieniencumeinen 
Investments in commercial paper—At cost. ..............4.. 

Other marketable securities—At cost 
(quoted market value $1,324,000—1970; $1,152,000—1969)...... 
Collections in transit from leased departments. .............. 
Sundry receivables and prepaid expenses ...............4.-. 
MerchandiselinventonieS—INOtenBre crs inci isurteineiecuneunclvelwcnie uctustate ete) tales 
Total Current Assets 
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Fixed Assets, at cost—NotesCandD..............2+22.. 
Less: Accumulated depreciation and amortization ............. 


Other Assets: 
Deferred:chargesetes: sic ssa: ve ey ey yy aes cote Gretel: re atetelis: leteeuemicneh ter wal Yors 


Intangibles applicable to subsidiaries acquired, at amortized cost—Note A 


January 2, 
1971 


$ 9,616,000 


1,073,000 


1,598,000 
1,487,000 
1,952,000 
52,204,000 


67,930,000 


55,447,000 
14,624,000 


40,823,000 


594,000 
700,000 


$110,047,000 


Consolidatec 


January 3, 
1970* 


$ 7,422,000 


5,146,000 
8,676,000 


1,419,000 
1,295,000 
1,356,000 
46,841,000 


72,155,000 


45,570,000 
14,172,000 


31,398,000 


568,000 


$14,121,000 


CONSOLIDATED STATEMENTS OF CHANGES IN WORKING CAPITAL 


Additions to working capital: 
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DepreciationrandiamontiZzationincy crete cmt ei tcite metecierstte (elite amecitent ut eumcete 
Proceeds from sale of common stock to employees. ............ 
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SWINGLOFM og Chass 6 CO O46 ob oo oo qeelaeer dao on oo hb 6b 


Reductions in working capital: 
Expendituresisfortfixedkassets, wi.) 3 vas) ae te, at ees fey ote) ol cee eet cone, eee 
Purchase of subsidiaries (less working capital of such subsidiaries) ... . 
ReductionsinilonmgatertmillOamsSi carey cuscuesincs cel vsticcpiten tersiits routers un ein tnesi once: 
Expenditures fortreasuny stock. 4.5 3 4) 6 felon fcc eh sats ei te ce Nero 
Dividends: paidis aise so dealaiha 6 eee ess wot, Soy ie see ee 
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Decrease:iniworkingscapitalle 2. cj zee tev geste! eck top teu eh noel, four sore toiatn etonte 


Working calpitaliati beginnineiotiyca truce msmcimcmcncatcmtaneir icin citi tareime mrt 


Working capital at end of year 


« of io) sey Xe: tou fe) ‘ey 0; va) Jol! ei viene) foie tel iol Jey sees yo 


Increase/(decrease) in working capital, by element: 
Cashrana Short-term MVSStrme missy ccm ucharomenmettcircintelt-iikeltelicsnre? at mncumonerIraiare 
Merchandisevinventories: ..c jas die Gs ec ds seer oes ees 2), ce eee: See as core 
Notesipayalbles ibamksin macrss i 2) cco Erte cop er euieviren ol hep Turrets 
Accounts payabletandraccrulediiexpemSesia a) rite) ci elie) ol ee) ey einen) tence 


Other: Mets % Ayes. sl se no ees Aight et eso eae ejay Cc to eee 
Decrease in working capital 


o) Ne: se) fe) fay he: je: 0° Je: 10h ie iei 40 “eo je) ‘oy ‘a; Ye) joj teh lojmiey ce 


*Reclassified 


$ 8,620,000 


3,937,000 
191,000 
394,000 


13,142,000 


13,520,000 
943,000 
1,319,000 
2,137,000 
4,310,000 
76,000 


22,305,000 


9,163,000 


54,546,000 
$ 45,383,000 


$ (10,376,000) 


5,363,000 
130,000 


(4,251,000) 
(29,000) 


$ 9,163,000 


* 


$ 9,246,000 


$ 


$ 


3,371,000 
234,000 
407,000 
381,000 


13,639,000 


11,314,000 


1,348,000 
1,554,000 
4,362,000 


18,578,000 


4,939,000 


59,485,000 
54,546,000 


(8,178,000) 

(1,043,000) 
770,000 
3,116,000 
396,000 


4,939,000 


The accompanying notes are é}i 


Balance Sheets 


LIABILITIES 


Current Liabilities: 

Notesipayableitollbamkss 2) jem cle cl i) ani © owes om) cals nl 
Current installments of long-termloans. ..........+.....-.--. 
Accounts payable and accrued expenses. .....- +--+ ++ ++ee ees 
Tareas CGolllaxeuacl or Wihinialels cs 55 oo Goo oop ooo odo do oo doo OG 

Estimated Federal income taxes, less U. S. Treasury tax anticipation 
securities of $1,957,000 in 1969—Note J... .......-2.5 +22 es 
Total Current Liabilities ............-+---+--- 


Long-Term Loans—NoteD...... 2-2. +20 eee eee eee ees 


Stockholders’ Equity: 
44% Cumulative Preferred Stock, par value $100—Note E......... 
Common Stock, par value $1—NotesAandF.........-+++++2-5 
Capitallimexcessiof pan Valli@e @ 2 6 ss ce ee 2 ls we 
RetainedleanmingS—NoteiG)s 3) eel te ee ee) ol el sl 
Earnings reserved for limited uninsured risks... . 2.22 + ee ee eee 
Total Stockholders’ Equity 
Pension Plan and General—Notes Hand| ...... Rede eeayitsl oar sor dex Rabe) Celts’, ss 


6} Vey el Ae erie, je (ey ceh, ie fot ei) ver se, vey te] fe 


January 2, 
1971 


$ 2,000,000 


1,319,000 
13,987,000 
2,747,000 


2,494,000 


22,547,000 
__ 13,998,000 


2,815,000 
4,155,000 
3,980,000 
61,921,000 
631,000 


73,502,000 


$110,047,000 


January 3, 
1970 


$ 2,130,000 


1,348,000 
9,736,000 
2,518,000 


1,877,000 


17,609,000 
15,317,000 


2,859,000 
4,232,000 
5,805,000 
57,611,000 
688,000 


71,195,000 


$104,121,000 


CONSOLIDATED STATEMENTS OF CAPITAL IN EXCESS OF PAR VALUE 


Balanceratibesininiin ero tsy.calte ratcimcumeiirct cctccu cer ve) el) vel eiiuciiteyi fe olen ellis) (el aye} fel 
Excess of: 
Proceeds over par value of common stock issued under stock option plans 


Par value over cost of preferred stock purchased (440 and 1,076 shares, 
PESOECUIVEIN) 6 6 6 G0 6 6 oo b O66 Albeo b Onc o O10; 0NO GO 0 OG, old 


Deduct—Excess of cost over par value of common stock purchased (89,164 
andes7AOSSishanesmnieSPeCtVely)in ci terecl ence rie) fe) elle) ey ea cn tel oi ol tant 


Balance vatiend (Of ‘Vear a= se i ew ee el 


integral part of these statements. 


5,805,000 


179,000 


21,000 


6,005,000 
2,025,000 


3,980,000 


$ 6,996,000 


219,000 


38,000 


7,253,000 
1,448,000 


$ 5,805,000 





CONSOLIDATED STATEMENT OF INCOME AND RETAINED EARNINGS 





Year ended 
January 2, January 3, 
1971 1970 
(52 weeks) (53 weeks) 
Net Sal@Sises & 3-4 tee, ch ictal (a5 .2 Chica ett cree $255,955,000 $244,696,000 
Cost of goods sold, including occupancy and buying expenses .. 168,084,000 159,027,000 
Store operating and administrative expenses. .......... 67,812,000 64,203,000 
Depreciation and amortization of operating properties—NoteC. . 3,888,000 3,319,000 
Employee pension and insurance costs—Note H.......... 1,250,000 1,091,000 
IIntereStexpenSe.’ <0 co Ao zh cay SE Sawer aI ait lo ee 1,142,000 1,142,000 
INECKESTIINCOME®:. lk; te < mts, ate, Guna onsen eeu (446,000) (925,000) 
Othendeductionssinet..: sic ci epeskees: CCE Ee te, Cae 141,000 173,000 
241,871,000 228,020,000 
Income before Federal income taxes............. 14,084,000 16,676,000 
Provision for Federal income taxes—NoteJ............ 5,464,000 7,430,000 
Net income (per common share—$2.03 and $2.15, respectively)— 
Note: C4) ster ee istered, Garrat WA Gey is ce eed arn ee te open oan 8,620,000 9,246,000 
Retained earnings at beginning of year. ............. 57,611,000 52,727,000 
66,231,000 61,973,000 
Cash dividends: 
Preferred stock—$4.25 pershare............50.200- 121,000 124,000 
Common stock—$1.00 per share ...........2.2.42. 4,189,000 4,238,000 
4,310,000 4,362,000 
Retained earnings at end of year—NoteG.......... $ 61,921,000 $ 57,611,000 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
As at January 2, 1971 and January 3, 1970 


Note A — The financial statements include the accounts of all subsidiaries. Intercompany accounts and transactions have 
been eliminated in consolidation. 


Effective July 4, 1970, the Company purchased for $1,400,000 cash all of the outstanding capital stock of twenty 
affiliated companies operating a chain of stores known as Size 5-7-9 Shops, selling ready-to-wear junior miss apparel. 
The underlying agreement provides for additional payments, aggregating a maximum of $800,000, contingent on 
profits of the acquired business through June, 1975. The excess ($718,000) of the initial purchase price over the 
book amount of the assets acquired is being amortized over 20 years. Operations of the acquired companies (not 
material) have been included in the accompanying statements since the date of acquisition. 


The Company acquired the net assets of The Handyman during the year ended January 3, 1970 in exchange for 
108,500 shares of Common Stock in a transaction treated as a pooling of interests for accounting purposes. The 
accounts of The Handyman have been included in the financial statements for 1969. 





Note B — A portion of the inventories is stated at the lower of cost, principally average cost, or market, based principally on 
anticipated realizable values. Another portion is based on the retail method. 





Note C — The major classifications of fixed assets and the estimated useful lives used in computing depreciation and amorti- 
zation, principally on a straight-line basis, are as follows: 





Estimated Life— Cost 
Years January 2, 1971 January 3, 1970 
LET ate Hire OMCIRONEN cecmio pruro. ter oF Gt) OF Gch dp $ 5,371,000 $ 3,562,000 
Buil@ingesins: 1S sarxe\gevirs, Muth coywas gomeevvsucek aay Ree 10-50 6,138,000 3,365,000 
Leaseholds and leasehold improvements . . 10-25 25,160,000 21,599,000 
Fixtures and equipment. .......... 5-10 18,778,000 17,044,000 


ihotalCOSty memento ened $55,447,000 $45,570,000 














Note D — Long-Term loans consist of the following: 




















January 2, 1971 January 3, 1970 
Installments Subsequent Installments Subsequent 
Maturity due in 1971 maturities due in 1970 maturities 
54% promissory notes .. 1972 $ 200,000 $ 900,000 $ 200,000 $ 1,100,000 
514% promissory note. .. 1979 350,000 2,850,000 350,000 3,200,000 
534% promissory note. .. 1982 250,000 3,000,000 250,000 3,250,000 
4.9% promissory notes... 1983 312,000 3,750,000 313,000 4,062,000 
4.9% promissory notes . . 1984 100,000 (1) 3,200,000 100,000 3,300,000 
Othern(2)e a vee iee etl Various 107,000 298,000 135,000 405,000 
$1,319,000 $13,998,000 $1,348,000 $15,317,000 














(1) Annual installments increase to $250,000 in 1973. 
(2) Collateralized by fixed assets with a cost (before depreciation) of $663,000. 





Note E — The 444% Cumulative Preferred Stock, which is redeemable at $104 plus accrued dividends upon call or voluntary 
liquidation and at $100 plus accrued dividends upon involuntary liquidation, is summarized as follows: 


Shares 
January 2, 1971 January 3, 1970 





Authorized and originally issued. .......... 65,000 65.000 
Less: Sinking fund redemptions. .......... 28,600 27,300 
FleldyimtheaSUny/a irr atish tote couse aremcieeiNcIne ie 8,254 9,114 
36,854 36,414 

OirtstanGgingts rerrcrio- sities. ePrei ee cl iedue. ey elie! ei fer ue oe 28,146 28,586 








The Company has fulfilled sinking fund requirements for the annual redemption and cancellation of 1,300 shares 
through January 2, 1971. 





Note F — Common Stock is summarized as follows: 





Shares 
January 2, 1971 January 3, 1970 
Issued (5,000,000 authorized) ........... 4,323,922 4,312,041 
Less:neldhinitreaSUnye, wi lejss,cn wae ve eal ey ne ee ve 169,302 80,138 
Outstamginerey cra te: Geet itsl eruie) teu alive) feu (et, enter ls 4,154,620 4,231,903 


The Company has a Qualified Stock Option Plan for the sale of Common Stock of the Company to executives and 
key employees. Changes in the status of the options are summarized as follows: 














Shares 
January 2, 1971 January 3, 1970 
Shares under option, beginning of year. ...... 88,377 77,715 
Optionsyeranted) si sc8. reyes a, uke tvase te) Nol sorercete je) gi 38,128 27,824 
Options:cancellediess cai. sssaaanWlo Rua e yest (Sens (2,060) (2,546) 
Optionsvexenrcise@dlr cic: vsu cr tetrawncy Serine cy iseseuec sell (11,881) (14,616) 
Shares under options, end of year ......... 112,564 88,377 
Shares available for option at end of year. ..... 30,272 66,340 














Shares under option as at January 2, 1971 and per share option prices are as follows—30,588—$16.10; 400—$22.00; 
37,/728—$26.25; 4,000—$26.82; 23,088—$41.00; and 16,760—$50.75. 


I eS ee ee ee eee eee 
Note G — The terms of instruments relating to long-term loans and the Preferred Stock contain certain restrictions including 
limitations on the payment of dividends (other than stock dividends) and the acquisition of capital stock of the 


Company. Retained earnings of $24,112,000, as at January 2, 1971, were free of such limitations. 


SN 


19 


Note H — The Company and its subsidiaries have a pension plan covering all full-time employees who have met eligibility 
requirements as to age and employment. Pension expense was $562,000 in 1970 and $397,000 in 1969 including 
interest on unfunded past service cost. It is the Company’s policy to fund pension cost accrued. Based on the most 
recent report by the Company’s consulting actuaries, which is as of January 1, 1970, the value of the pension trust 
assets exceeded the present value of vested benefits. 


Note I — (1) Operations of the Companies are, for the most part, conducted in premises represented by approximately 800 
leases of which 55% expire in 10 years and a majority: of the balance within 15 years. The leases provide for 
minimum net annual rentals aggregating approximately $14,500,000 and, generally, for percentage rentals and 
other items as additional rent. Actual net rentals for such leases aggregated approximately $17,604,000 in 1970. 


| 
| 
(2) Subsequent to January 2, 1971, the companies increased notes payable to banks (short term) by approximately 
$10,000,000. | 

i 


(3) The Company has entered into final negotiations to purchase all of the shares of stock of Jeans West, Inc., a 
Los Angeles based corporation operating a chain of 47 pants stores primarily for the young casual market. The 
cash purchase price, under the proposed contract, includes conditional amounts based upon earnings of the | 
business to be acquired. 


(4) Net income per Common Share is based on the monthly weighted average number of shares outstanding during 
each year. Exercise of stock options would have no material dilutive effect on earnings per share. | 





Note J — The Internal Revenue Service has asserted proposed deficiencies in income taxes against the Company and its 
subsidiaries for the years 1965 through 1967. The proposals are based upon several alternative theories, one of | 
which includes the denial of surtax exemptions to all subsidiaries and changes in certain intercorporate inventory | 
prices. The procedures which are now challenged have been accepted by the Internal Revenue Service in previous | 
audits without substantial change. In the opinion of management, the proposed adjustments are improper. The 
obligation of the Company for additional income taxes, based on the primary Internal Revenue Service proposal, 
would be approximately $5,700,000 for the years 1965 through 1967, plus interest of approximately $1,320,000 
through January 2, 1971. Moreover, should the Internal Revenue Service attempt to apply the same theories to 
1968, 1969 and 1970, the companies could be subject to additional deficiencies for those years amounting to 
$1,980,000, $1,580,000 and $1,410,000, respectively. The asserted deficiencies and any similar action relating 
to subsequent years will be vigorously contested. No provision has been made in the accompanying financial state- 
ments for the foregoing possible additional Federal income taxes or the related interest or other expenses. } 





Accountants’ Report | 


To the Board of Directors 
Edison Brothers Stores, Inc. 
St. Louis, Missouri 


We have examined the consolidated balance 
sheets of Edison Brothers Stores, Inc. and sub- 
sidiary companies as at January 2, 1971 and 
January 3, 1970, and the related consolidated 
statements of income and retained earnings, 
capital in excess of par value and changes in 
working capital for the years ended January 2, 
1971 and January 3, 1970. Our examinations 
were made in accordance with generally accepted 
auditing standards, and accordingly included such 
tests of the accounting records and such other 
auditing procedures as we considered necessary 
in the circumstances. 


In our opinion, subject to final determination | 


of the tax matter referred to in Note J, the above- 
mentioned financial statements present fairly the 
consolidated financial position of Edison Brothers 
Stores, Inc. and subsidiary companies at January 
2, 1971 and January 3, 1970, and the consoli- 
dated results of their operations and consolidated 
changes in working capital for the years ended 
January 2, 1971 and January 3, 1970, in con- 
formity with generally accepted accounting prin- 
ciples applied on a consistent basis. 


S. D. LEIDESDORF & CO. 


St. Louis, Missouri 
March 11, 1971 
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Edison Brothers Stores Inc. - Founded in 1922 by 
Harry Edison « Irving Edison » Samuel B. Edison - Simon Edison » Mark Edison 


(deceased ) 


the board of directors 


JOSEPH M. ARENSON 


Vice President 


SAMUEL L. DEMOFF 


Executive Vice President 


BERNARD A. EDISON 
President 


CHARLES B. EDISON 


Vice Chairman of the Board 
and Executive Vice President 


IRVING EDISON 


additional officers 
of the corporation 


GENERAL 


DaAviD ALTON, Vice President 
Distribution Centers 


BERNARD BLOOM, AIA, Vice President 
Architecture & Construction 


BEN BORUS, Asst. Vice President 
Purchasing 


HERBERT A. HAIMSOHN, Vice President 
The Handyman 


WALTER H. HEINECKE, Vice President 
Real Estate 


G. RICHARD OSCARSON, Asst. Vice Pres 
Leased Department Division 


MORRIS PEARLMUTTER, Vice President 
Advertising & Public Relations 


JACK D. PORTER, Asst. Vice Pres 
Information Systems 


FRANK P. RICCA, JR. 
Assistant Vice President 
Real Estate 


JACK SARNOFF, Vice President 
Display 


M. RICHARD WYMAN, Vice President 
Corporate Development 


FINANCE 


RUSSELL S. BRANSTETTER 
Assistant Treasurer 


RAYMOND T. GUSNARD, Vice President 
Finance 


GEORGE J. LUCAS 
Assistant Controller 


JULIAN |. EDISON 


Executive Vice President 


SAMUEL B. EDISON 


Executive Vice President 


SIMON EDISON 


Chairman of the Board and 
Executive Vice President 


HENRY KOHN 


Frankenthaler & Kohn 
General Counsel 


advisory board 
members : 

IRVING HALLE 

KEITH KEPLEY 
ALFRED T. LEIMBACH 


JOSEPH J. METZLER, Vice President 
Controller 


MORGAN I. PITCHER, Vice President 
Treasurer 
SALES MANAGEMENT 


HOWARD BROWN, Vice President 
Regional Manager, Salt Lake City 


ARTHUR J. ELIAS, Vice President 
Regional Manager, Detroit 


FRANK A. FISER, Asst. Vice President 
Regional Manager, San Francisco 


AL L. GULINSON, Asst. Vice President 
Regional Manager, Minneapolis 


LEONARD HUBBARD, Asst. Vice President 
Regional Manager, Philadelphia 


E. L. JEFFRYES, Vice President 
Sales Manager, Northeastern Division 


A. C. LANDAU, Asst. Vice President 
Regional Manager, Los Angeles 


WILLIAM R. LANGSTON, Vice President 
Sales Manager, Southern Division 


STUART LOCHEAD, Asst. Vice President 
Store Cost Control 


JOHN M. MURPHY, Asst. Vice President 
Regional Manager, Kansas City 


B. T. OGLESBY, Vice President 
Regional Manager, St. Louis 


HAROLD C. ROBISON, Asst. Vice Pres 
Regional Manager, Seattle 


JAMES L. ROWEDDER, Asst. Vice Pres 
Regional Manager, Los Angeles 


FRANCIS J. WETTA, Vice President 
Sales Manager, West Coast Division 


(deceased ) 


MoRRIs NATELSON 


Partner, Lehman Brothers 


Eric P. NEWMAN 


Executive Vice President 
and Secretary 


Roy W. OSCARSON 


Senior Executive Vice President 


WILLIAM E. POLLEY 


Vice President 


NORMAN ROSENTHAL 


Vice President 


MERCHANDISING 


WALLACE R. CLARK, Vice President 
Merchandise Control 


MARVIN EDELMAN, Asst. Vice President 
Merchandise Control 


BEN ELLIS, Vice President 
Buyer, QualiCraft Casuals 


JOSEPH FINGERHUT, Vice President 
Buyer, Handbags 


GILBERT F. FISER, Asst. Vice President 
Accessories 


WILLARD FONAROW, Asst. Vice President 
Buyer, French Room Casuals 


DALE D. GILGER, Vice President 
Buyer, Leased Departments 


JACK HAIMES, Vice President 
Buyer, Sweet Steps Shoes 


JOSEPH HOLTZMAN, Asst. Vice President 
Buyer, Leased Departments 


BERNARD L. LEBOWITZ, Vice President 
Buyer, Sports Shoes & Boots 


SIDNEY A. LEVINSON, Vice President 
Merchandise Control 


GEORGE SAVAGE, Asst. Vice President 
Buyer, QualiCraft Shoes 


NATHAN C. SCHIEBER, Vice President 
Buyer, Leisure & Canvas Footwear 


HERBERT M. TALCOFF, Asst. Vice Pres 
Merchandise Control 


HENRY WINER, Vice President 
Buyer, Handbags 


Transfer Agent: Bankers Trust Company, New York, N. Y. 10017 Registrar: The Chase Manhattan Bank, New York, N. Y. 10015 
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EBS edison brothers stores inc. 


400 washington avenue, post office box 14020, saint louis, missouri 63178 







